
STATE OF MAINE 
PUBLIC UTILITIES COMMISSION  DOCKET NO. 2002-140    
 
       March 29, 2002 
 
PUBLIC UTILITIES COMMISSION  DRAFT ORDER  
Management Audit of Northern   INITIATING A MANAGEMENT 
Utilities, Inc.'s Customer Service   AUDIT AND INVESTIGATION  
And Investigation to Implement   OF SERVICE QUALITY  
Service Quality Incentive Plan   INCENTIVE PLAN 
 
 
NOTE: This document is a draft of a Commission Order.  It does not 
constitute formal action of the Commission.  Northern Utilities, Inc. and 
other interested persons may file comments on the draft order by April 8, 
2002 for consideration by the Commission at its deliberative session on 
April 12, 2002.  For any proposed standard or penalty stated in this DRAFT 
Order to which Northern objects, Northern should explain in sufficient 
detail why the service quality metrics and appurtenant penalties should not 
be implemented, and propose an alternative standard. 
________________________________________________________________ 
 
I. SUMMARY  
 
 By this Order, we take the fo llowing three actions:  1) we initiate a 

management audit of Northern Utilities, Inc.'s (Northern) customer services to 

determine their adequacy; 2) we initiate a formal investigation for the purpose of 

developing and implementing a service quality incentive plan for Northern to 

ensure that reasonable customer service levels are clearly established and 

maintained; and 3) we adopt interim service quality standards, for effect April 15, 

2002, for billing and service calls as well as an associated penalty structure to 

remain in place pending further review of the issues raised in these proceedings.  

In these proceedings, we will explore whether Northern's customer service 

performance has suffered  since its merger with NiSource, Inc. and, if so, 

determine whether we should take any further regulatory action. 
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II. BACKGROUND 

 Northern has provided natural gas service in Maine since 1966. During 

much of that time, it existed, along with Northern's New Hampshire Division, as a 

subsidiary of Bay State Gas Company (Bay State), a Massachusetts local 

distribution company.  These companies shared operations and management 

personnel pursuant to approved affiliate agreements.   

 In 1998, Northern and its parent, Bay State, merged with NIPSCO, 

Industries (NIPSCO), an Indiana corporation (later renamed NiSource).  See 

Northern Utilities, Inc., Request for Approval of Reorganization – Merger with 

NIPSCO Industries, Docket No. 98-216, Order Approving Stipulation and Merger 

(June 12, 1998).  In 2000, NiSource, Northern's and Bay State's parent 

corporation, merged with Columbia Energy Group (Columbia). 1  See Northern 

Utilities, Inc., Request for Approval of Reorganization (Merger and Related 

Transactions), Docket No. 2000-322, Order (June 30, 2000).  Our Order notes 

that, in seeking approval of the NiSource/Columbia merger, company officials 

represented that the merger would not result in any change in the management 

of Northern and Bay State or have any material impact on the local operations of 

Northern.  Order at 4.   

                                                 
1 NiSource was also the parent company of two utilities providing gas service in 
Indiana, Kokomo Gas and Fuel Company and Northern Indiana Fuel and Light 
Company, and of a utility that provides both gas and electric service in Indiana, 
Northern Indiana Public Service Company (NIPSCO). Columbia owned several 
gas distribution companies in Ohio, Kentucky, Pennsylvania, Maryland, and 
Virginia. 
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We approved the merger with conditions designed to help ensure that: 1) 

the financial risk associated with the merger would not adversely impact 

Northern, 2) Northern's customers would not have diminished service, 3) 

Northern would not decrease system maintenance expenditures, and 4) the level 

of management service charges assessed to Northern by other members of the 

NiSource corporate family under the new corporate structure and allowed in rates 

would not be unreasonable.   

A. Service Quality Monitoring 

  As a condition of our approval of the NiSource/Columbia merger, 

Northern is required to report annually on eight service quality measures for at 

least five years, beginning with calendar year (CY) 2000.  Those criteria are:  1) 

service appointments completed on the scheduled day; 2) PUC complaints per 

1,000 residential customers; 3) lost time incidents per 100 employees; 4) one 

hour responses to odor calls; 5) main and service damage not the fault of third 

parties; 6) telephone response time for billing and service calls; 7) telephone 

response time for emergency calls; and 8) actual on-cycle meter reads.  Order at 

15-16.  The service quality reporting measures are derived from those 

implemented for Northern's parent corporation, Bay State Gas Company, by the 

Massachusetts Department of Telecommunications and Energy (MA DTE) as 

part of a performance based regulation plan.  See Bay State Gas Company, 

D.T.E. Docket No. 97-97, Settlement Agreement dated August 22, 2000, 

Appendix III.  
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In approving the merger, we noted that customer service quality 

can suffer when utility funds are short or when management's interest in this 

aspect of a utility subsidiary is diluted after a merger and that in other 

reorganizations we had implemented service standards and related penalties to  

ensure that customer service quality would be maintained. The service quality 

indicia on which Northern is required to report do not carry any formal 

requirements or penalties for particular performance results.   Northern's rates 

are currently set using traditional rate setting methodologies that do not impose 

any direct penalties for poor service quality problems, relying instead on rate of 

return allowances to discipline utilities. The short time frame of the 

NiSource/Columbia merger case did not allow development of service standards 

and penalties.  Consequently, we left open the question whether, at a later date, 

we would open an investigation  

to review the adequacy of Northern's service quality, 
its reporting criteria, and to determine whether we 
should adopt any mechanisms, programs, standards, 
or penalties to ensure that Northern provides 
adequate service quality to its customers.  Consistent 
with our general authority, in the event that Northern's 
service quality is inadequate, we will order an 
appropriate remedy, one that could include financial 
directives or instituting a performance based 
regulatory mechanism. 

 

Order at 16. 

On May 4, 2001, Northern filed its first report of the service quality 

criteria listed in the merger order, as listed above, including available historical 

information on Northern’s performance in these areas during the preceding six 
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years.  The report provided information for CY 2000, for 2001 through March 1, 

2001, as well as for fiscal years 1995 through 1999 where available. 

On July 3, 2001, we issued a further order in Docket No. 2000-322 

indicating that, although our Director of the Consumer Assistance Division (CAD) 

was working with Northern to resolve recent billing issues, we would not open a 

broad service quality proceeding at that time but would not hesitate to do so if 

there were indications that Northern’s service performance warranted it.  See 

Docket No. 2000-322, Order (July 3, 2001) at 4-5.  Subsequently, we became 

aware of call center performance problems that could not be successfully 

resolved by the Director of CAD, a high level of estimated billing complaints, and 

merger-related staff cuts and local facilities closures.  We recently opened an 

investigation into customer complaints regarding large make-up bills issued by 

Northern after a long period of billing based on estimated usage.  See Maine 

Public Utilities Commission, Investigation of Complaints Regarding Northern 

Utilities, Inc.'s Billing Practices, Docket No. 2002-101, Notice of Investigation 

(March 5, 2002).   

Thus, Northern's first service performance report did not directly 

give rise to our decision to open this proceeding.  Rather, it is our experience 

over the last two years with problems that impact customers or otherwise raise 

concerns about possible service quality deterioration that provides the impetus 

for these initiatives.   

III. LEGAL AUTHORITIES 
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 Title 35-A section 301 requires every public utility to furnish safe, 

reasonable and adequate facilities and service.  The Commission may initiate a 

management audit of the operations of any public utility, pursuant to 35-A 

M.R.S.A. section 113, to determine  

the degree to which a public utility’s operations are conducted in an 
effective, prudent and efficient manner judged by the standards 
prevailing in the utility industry [and] the degree to which a utility 
minimizes or avoids inefficiencies which otherwise would increase 
costs to customers. 

 
35-A M.R.S.A. § 113 (1) (B) and (C). 
 

If the Commission finds that a management audit is reasonable, it may select the 

independent auditor, require the Company to execute a contract with the auditor, 

and require the public utility to pay for the costs of the audit.  However, the full 

costs of the management audit are to be recovered from the utility’s ratepayers. 

In addition to the audit evaluating Northern’s service performance, the 

Commission intends to establish service quality standards and implement an 

incentive mechanism to ensure that Northern maintains adequate service quality 

for its customers.  Pursuant to the provisions of 35-A M.R.S.A. §§ 1303 and 

1304, the Commission may, on its own motion, take action when it believes that 

an investigation of any matter relating to a public utility should for any reason be 

made, including when a service is inadequate or cannot be obtained.  After 

reasonable notice and opportunity to be heard, the Commission may issue a 

temporary order pending the conclusion of formal public hearings.  35-A 

M.R.S.A. § 1304 (5), (Commission authorized to act on an expedited basis.)  In 

issuing the order, the Commission shall consider "the benefit to the public or 
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affected customers compared to the harm to the utility or other customers of 

issuing the order and the public interest."  Id.  Moreover, at any time, when the 

Commission finds, after public hearing, that a service provided by a utility is 

inadequate or unreasonable, it may, by order, establish or change terms, 

conditions, measurement, practice, service or acts, as it finds to be just and 

reasonable.  35-A §1306(2).  Finally, pursuant to the provisions of 35-A M.R.S.A. 

§ 4706, the Commission has authority to adopt alternative ratemaking 

mechanisms to promote efficiency in operations and create appropriate positive 

or negative financial incentives.  

IV. INITIATION OF MANAGEMENT AUDIT AND INVESTIGATION OF 

SERVICE PERFORMANCE ISSUES 

 A. Introduction 

Over the last two years, we have observed persistent problems with 

the adequacy of Northern's response to customer calls placed to its call center 

for credit, collection and disconnection matters as well as with its billing accuracy.  

The existence of these problems creates further concern that other customer-

related services may not be adequate.  At this point, we believe, as the 

regulatory agency charged with oversight of utility service, that it is our obligation 

to ensure that degradations in other areas of service are not occurring.  In 

addition, given Northern's status as a small part of a very large corporate entity, it 

is incumbent on us to implement appropriate incentives to ensure that Northern's 

customer service quality meets adequate standards.   
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In addition to issues regarding Northern’s call center response to 

customer needs (described in detail below), we have become increasingly 

concerned, due to successive post-merger cuts in staffing levels and local 

facilities closures, with Northern’s ability to provide adequate service in several 

other areas, such as its capacity to provide an adequate frequency of meter 

reads and to respond to large scale outages and other service emergencies.2   

The accuracy of Northern’s estimated bills and the percentage of billing errors 

also require further evaluation, given that heavy reliance on estimations of usage, 

rather than actual meter readings, can compromise the accuracy of customer 

bills.  In a recent case in which we considered the reasonableness of Northern's 

estimated billing algorithm, we stated 

Because we cannot draw a definitive conclusion on 
whether these results are reasonable, we will 
continue our review of Northern's use of the 
[estimated billing] algorithm in another proceeding.  
Finally, we expect that this is an issue that should be 
part of a service quality index for Northern should one 
be adopted.  

 

See Northern Utilities, Inc., Request for Approval of Rate Design and Partial 

Unbundling Proposal – Tariff Issues, Docket No.  97-393(II), Order (January 8, 

2002) at 7.  These issues warrant review at this time.  Accordingly, we will open a 

formal investigation of Northern's customer service practices pursuant to 35-A 

M.R.S.A. §§ 1303, 1304. 

                                                 
2  The Commission, through its Gas Safety Inspector, has solicited information 
from Northern's Vice President of Operations regarding the Company's current 
resources and operations compared to what existed prior to its mergers.  
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Finally, in this proceeding we establish, pursuant to §1304(5), 

interim customer service quality standards and we implement an incentive 

mechanism to help ensure that Northern’s call center response performance for 

all credit and collection line, billing and service calls meets, and remains at, 

reasonable levels.  Because the management audit will take several months, and 

because we believe that, at a minimum, Northern’s response to customer calls 

requires immediate attention, we establish a temporary service quality standard 

for Northern’s credit and collection call responses, based on the regulatory 

requirements placed by the MA DTE on Northern's affiliate, Bay State, with which 

it shares operational resources.  These temporary service quality standards are 

discussed in more detail below.   

B. Management Audit 

 Due to Northern’s ongoing and increasing customer service 

problems, we hereby initiate, pursuant to 35-A M.R.S.A. §113, a management 

audit of all of Northern’s customer services to determine Northern’s service 

quality performance in each area as compared to similarly sized and structured 

utilities across the nation, as well as to recognized industry standards and 

benchmarks, and to develop recommendations for appropriate service standards 

to which we should hold Northern subject to proper incentives for failure to do so.   

Specifically, the audit will evaluate the following areas: 

• Call center performance 

o Informational calls 

o Disconnections, reconnections, billing and service calls 
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o Emergency calls, i.e. reports of gas odors and leaks 

• Estimated Meter Reads and Bills 

o Frequency of meter reads 

o Accuracy of estimated bills when meters not read 

o Effectiveness of Northern's billing system 

• Accuracy of Bills 

o Percentage of correct bills issued 

• Response to Service Calls/Gas Odor Calls 

o Effect of closing Lewiston service center on Northern’s ability 

to respond to service and gas odor calls. 

• Service Appointments Met/Not Met 

 

Furthermore, we will instruct the auditor to evaluate the adequacy 

of Northern’s tracking and reporting of customer service monitoring criteria 

required by the Order, and the extent to which staff cuts, office closures, and 

other reorganizations of its operations and management may be contrary to 

representations made to the Commission in the merger docket.3   Finally, the 

auditors will evaluate appropriate regulatory action, including a requirement for 

divestiture of Northern or the Northern/Bay State affiliates, which would ensure 

                                                 
3 For instance, in its petition seeking approval of the NiSource/Columbia merger, 
Northern asserted that “the merger will facilitate the provision of new products 
and services to Northern's customers, will enhance Northern's efforts to maintain 
operational excellence through technological improvements, process 
enhancements, and effective cost management.” See Northern’s Petition, Docket 
No. 2000-322, at 5.  Northern also represented that the merger would have no 
appreciable impact on local operations. 
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adequate customer service in the future, as well as the establishment of 

necessary and appropriate service quality metrics. 

V. ESTABLISHMENT OF INTERIM STANDARDS AND PENALTY 

STRUCTURE REGARDING CALL CENTER RESPONSE 

 We open an investigation of Northern’s credit and collection call center 

response performance over the last two years, to determine interim standards for 

implementation on or about April 15, 2002, with related penalty structure 

incentives.   We do so recognizing that it will take time for the management audit 

to thoroughly examine and evaluate multiple customer service areas.  The 

evidence at hand indicates that Northern’s abysmal call center response 

performance requires that we put in place standards and mechanisms to provide 

Northern with necessary incentives to effect rapid improvement.   

A. Credit And Collection Call Center Response 

In early 2000, after implementing a new, Y2K-compliant Customer 

Information System (CIS) and making changes to its call center operations, 

Northern experienced difficulty meeting an adequate call center response time 

but had worked with our Director of CAD to improve those results.  Subsequently, 

the decision to close several walk-in centers in early summer 2001 caused 

renewed call center response problems.  In 2001, the CAD received 37 

complaints between June 11 and November 15 from customers which were 

either unable to reach, or had difficulty reaching, Northern's credit and collections 

number.  The complaints were distributed over the 6 -month period, with 11 being 
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received in June, four in July, seven in August, two in September,4 nine in 

October, and three in November.5  This number of complaints is significant, 

considering that Northern had a total of 37 complaints filed against it in 2000. 

1. Walk-In Service Center Closures 
 

 On April 6, 2001, Commission staff met with Northern's staff 

to discuss Northern's plans to close its walk -in service centers in Maine, New 

Hampshire, and Massachusetts on June 1, 2001.  The walk-in centers allowed 

customers to meet personally with a Northern representative to discuss billing 

questions and concerns, sign-up for service, or to pay a bill.  According to 

Northern, approximately 5% of its and BSG's customers, or approximately 17,000 

customers in the three states combined, used the walk-in centers as their primary 

means of paying their bills. 

Northern further informed Commission staff during the April 

6 meeting that it intended to notify customers who used the walk-in centers of the 

pending closure by providing a "bag of information" to each person which used 

one of the centers between that time and June 1.  The bag contained a brochure 

organized in question and answer format that explained why Northern was 

closing its walk-in centers, what to do if the customer had payment problems or 

smelled gas, the different options available to customers after June 1 for paying 

                                                 
4 The low number of complaints received in September was most likely due to the 
September 11 terrorist attack.  Complaints in general were down significantly 
during the month of September. 
 
5 All complaints for November were received prior to November 15, the beginning 
date for the winter disconnection period. 
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their bills, and the locations of other payment centers in Portland and Lewiston.6  

Several other walk-in centers for Northern's New Hampshire Division and its 

parent corporation, Bay State Gas (Bay State or BSG), were scheduled for 

closure at the same time.7  Calls from all three jurisdictions are handled in one 

call center operation located in Springfield, Massachusetts. 

2. Call Center Response Time Impact 

Within a week of the closing of the walk -in centers, the 

Commission's Consumer Assistance Division (CAD) began receiving complaints 

from customers who could not reach Northern Utilities to discuss and resolve 

billing problems.  Customers reported that they either received busy signals or 

were placed on hold for extended periods of time when dialing Northern's toll-free 

credit department number ((800) 552-3054).  This number is provided to 

customers who have received a disconnection notice for non-payment, 

customers who have been disconnected for non-payment, tenants on a landlord 

posting, customers not eligible to use the auto attendant system to make a 

payment arrangement, or customers who wish to speak with a representative to 

request medical protection, fuel assistance information, or information on bad 

                                                 
6 Payment centers are locations where customers can pay their gas bill in person 
on the premises.  Payment centers are typically located at shopping centers or 
other locales where customers can cash checks and make other financial 
transactions. 
 
7 The closure of the walk-in centers resulted in a total of 14 employees being laid 
off, two employees in the Portland office.  Northern continues to use the Portland 
office for its meter reading and service call facility, but does not provide walk-in 
access to the public. 
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debts.  These customers are directed into the credit queue after their call is 

answered by the automated answering system, known as IVR. 8   

On June 6, 2001, Northern stated in a phone conversation 

with the Director of CAD that some customers dialing its credit department were 

receiving busy signals and were experiencing extended wait times (the time that 

the caller is on hold in the queue waiting for a live customer representative to 

answer to call).9 

3. CAD Test Call Survey 

The CAD began making test calls to Northern's credit 

department on June 18 to monitor Northern's call answer performance.  The CAD 

made 58 calls during the first week (June 18 – June 22) and has made 20 calls 

per week (four calls per day) since June 25.  The calls were evenly distributed 

throughout the day, with the first taking place at approximately 8 a.m. and the last 

at approximately 5 p.m.  The following information was recorded for each call: 1) 

whether the call connected to Northern's IVR system or received a busy signal; 

2) whether the caller reached a live person; 3) the length of time it took to 

connect to a live person; and 4) the length of time the caller waited on hold 

before either purposefully disconnecting the call or being disconnected by 

                                                 
 
9 According to Northern, its queue could hold 10 customers at one time.  If an 
eleventh customer called while 10 other customers were already in the queue, 
that eleventh customer would receive a busy signal. 
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Northern's telephone system.10  The results of this survey showed Northern was 

failing to respond within five minutes to calls to its credit and collection line 61% 

of the time. 

The CAD made a total of 407 test calls to Northern's credit 

department billing number between June 18 and November 16 to monitor 

Northern's call answer performance.11  Of these calls, only 164, or 39% of the 

calls, actually connected to a live person, rather than remaining in the automated 

queue or disconnecting while on hold.  Of the 164 calls that connected to a live 

person, the average wait time  was two minutes and 54 seconds.12  A total of 

61% of the test calls made, or 247 calls, failed to reach a live customer 

representative within a minimum of five minutes.13  Results of the survey are 

listed in Attachment 1. 

On September 21, 2001, Northern separated Maine and 

New Hampshire calls from Massachusetts calls to its billing center in an effort to 

increase the number of calls answered by a live representative, as well as reduce 

the wait time, for Maine and New Hampshire customers.  On Monday, October 1, 

                                                 
10 The CAD's secretary made the test calls.  She waited at least five minutes 
after being placed in the queue before disconnecting the call.  Several of the calls 
resulted in disconnection without apparent reason. 
 
11 The CAD continues to make test calls to Northern's billing number, though only 
results through November 16 are set forth here. 
 
12 This is an average of the weekly wait times listed in Attachment 1. 
 
13 Some of these calls were disconnected by Northern's phone system while the 
call was in queue.  The majority of calls, however, were terminated by the CAD 
test caller after a minimum period of five minutes. The test caller waited longer 
than five minutes on many calls. 
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Northern discontinued its policy of limiting the disconnection of customers to only 

those with which it made personal contact with and reinstated its standard 

disconnection policy.  This decision was based, according to Northern's staff, on 

the belief that customers could reach a customer representative in Northern's 

credit department in a reasonable amount of time. 

A comparison of test calls made prior to September 21 to 

calls made after September 21 (the date when Maine and New Hampshire calls 

were separated from Massachusetts calls) shows: 

- 64% of test calls were not answered within five 

minutes prior to September 21, compared to 53% of 

test calls not answered within five minutes after 

September 21; and 

- the average wait for test calls that did reach a live 

representative was two minutes and 4614 seconds 

prior to September 21 and 3 minutes seven seconds 

after September 21.15 

These results indicate that the separation of Maine and New Hampshire calls 

from Massachusetts' calls did not appreciably improve the answer rate for Maine 

calls and, in fact, lengthened the average call answer time for Maine calls after 

                                                 
14 This figure is an average of the weekly average wait times prior to September 
21 listed in Attachment 1. 
 
15 This figure is an average of the weekly average wait times after September 21 
listed in Attachment 1. 
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September 21 from two minutes and 46 seconds to three minutes and seven 

seconds. 

4. Northern’s Response 

On August 10, 2001, the Director of the CAD met with 

Northern's staff to discuss the poor call response performance and what was 

being done to address the problem.  Northern's staff indicated that the actual 

increase in call volume generated by the closing of the walk-in centers had 

significantly exceeded the anticipated increase and that measures were being 

taken to improve the call response time.  These measures included: 1) increasing 

hours for taking billing calls from 8 a.m. to 5 p.m. Monday through Friday to 7 

a.m. to 7 p.m. Monday through Friday and 9 a.m. to 2 p.m. on Saturday; 2) 

adding two phone lines; 3) transferring consumer assistance representatives 

from making outbound calls to taking inbound calls; 4) adding a message to the 

IVR system that advised customers of the increased hours and during heavy call 

times recommended that customers call back later,16 and 5) changing the IVR to 

allow more than 10 people to be held in queue at the same time.  Northern also 

explained during the August 10 meeting that customer calls from Maine, New 

Hampshire and Massachusetts are collectively handled by its call center located 

in Springfield, Massachusetts and that it handles credit department calls 

separately from other customer calls. 

5. Disconnection Issues 

                                                 
16 It is not clear whether all customers receive this message or only customers 
placed in the queue for extended periods of time. 
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The Director of CAD requested during the  August 10 

meeting that Northern cease the disconnection of customers until customers 

could reach a live customer representative with Northern's credit department in a 

reasonable amount of time.  Northern agreed to cease customer disconnections 

until at least August 20, when a second meeting was scheduled to discuss 

Northern's progress in resolving the call response problem. 

During a conference call between the CAD Director and 

Northern staff on August 24, 2001, call response times for the previous week 

were discussed, as well as the Northern's agreement not to disconnect 

customers until such time that customers could reach a customer representative 

in a reasonable amount of time.  Northern also provided average call wait times 

for customers calling its credit department line during the week of August 13 

through August 20.17  The wait times reported by Northern were: 

Monday, August 13   12 minutes 31 seconds 

Tuesday, August 14   10 minutes 39 seconds 

Wednesday, August 15  1 minute 53 seconds 

Thursday, August 16   3 minutes 11 seconds 

Friday, August 17   Unavailable 

Monday, August 22   10 minutes 20 seconds 

Tuesday, August 23   8 minutes 43 seconds 

Wednesday, August 24  4 minutes 31 seconds 

                                                 
17 These wait times represent calls that were actually connected to a customer 
representative at the credit department during the weeks of August 13 through 
August 17 and August 22 through August 26. 
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Thursday, August 25  3 minutes 11 seconds 

Friday, August 26   Unavailable18 

 

During the second week of September, Northern began 

disconnecting customers.  Because of the ongoing, unreasonably long wait times 

for customers calling the credit department line, Northern agreed to disconnect 

only those customers with whom it was able to make personal contact at the time 

of the disconnection and who refused to agree to a payment arrangement.  

Northern also indicated that it would accept as little as 30% of the past due 

balance to avoid disconnection.19 

6.  Conclusions 

It seems apparent that for a utility in Northern's 

circumstances – one that has not recently had a rate case and has undergone 

two mergers and successive corporate reorganizations in the last several years -- 

the traditional regulatory incentives have not proven adequate to maintain 

reasonable levels of service quality.  The call response survey conducted by the 

CAD, complaints from customers who could not reach Northern's credit 

department toll free number, and Northern's own call response performance 

report, all support a finding that Northern is providing inadequate and 

unreasonable service to customers with regard to its call answer rate for 

                                                 
18 Northern did not provide an explanation why the data was not available for 
either of the Friday's during the two-week period. 
 
19 According to Northern, it typically requires a payment that represents 70% of 
the past due balance to prevent disconnection. 
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customer calls to its credit department.  Specifically, we conclude, based on 

CAD's preliminary investigation, that the percentage of test calls that were not 

answered by a customer representative within five minutes (61%) and the 

average wait time for test calls that were answered by a customer representative 

(two minutes and 54 seconds) are both inadequate and unreasonable.20 

Customers calling Northern's credit department line are in 

danger of losing their gas service due to non-payment.  It is therefore critical that 

these customers be able to reach a customer representative at Northern in a 

reasonable amount of time to resolve their problems.  This need is especially 

important for customers using natural gas to heat their homes.  For this reason, 

we find that it is necessary for Northern to improve its call answer rate for 

customers calling its credit department line.  The establishment of a call 

response metric will serve two purposes: 1) it will provide Northern with guidance 

as to what is considered "adequate service " by the Commission; and 2) it will 

ensure that customers who need to reach Northern to inquire about a bill, to 

prevent disconnection or to establish a payment arrangement, can reach a live 

person in a reasonable amount of time. 

The interim call answer metric, discussed below, will be 

effective on April 15, 2002, when the winter disconnection period expires, due to 

the urgent need for a customer who is in danger of being disconnected to be able 

                                                 
20 Average wait times in excess of 10 minutes, which Northern reported for three 
of the eight days for which provided data for August, 2001, are particularly 
egregious.  We note that our average wait time significantly understates the 
problem as it does not include calls in which our caller hung up after waiting five 
minutes. 
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to reach a Northern customer representative in a reasonable amount of time, 

particularly given Northern's poor performance to date.  

We further determine that call response standards should be 

established for all general business customer calls to Northern, not only for those 

to Northern's credit department.  All customer calls received by Northern should 

be answered by a customer representative within a reasonable amount of time.  

Having generally applicable standards also helps ensure that resources are not 

transferred from call center lines that have no metric to ones that do.  To 

accomplish this, we establish interim call answer metrics that apply to all types of 

service and billing calls.   

B. Interim Service Standards And Penalties 

1. Service standards 

We look to regulatory precedent and industry practice to 

select an appropriate interim call answer metric.  Pending conclusion of the 

management audit and investigation, we propose to apply the same metric to 

which Northern's affiliate operating in Massachusetts, Bay State Gas Company 

(BSG or Bay State), agreed to comply as part of its performance-based rate 

making plan with the MA DTE in DTE 97-97.  We adopt this metric because: 1) 

we believe that it represents adequate and reasonable customer service, at least 

as an interim standard; 2) it is similar to call answer metrics currently in place for 

other utilities in Maine; and 3) it will help to ensure that the Company responds to 
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calls equally, given that the same customer representatives answer customer 

calls from the affiliated Maine, New Hampshire and Massachusetts companies.21 

As part of a settlement entered into by Bay State, the 

Massachusett's Attorney General, and the Massachusetts Division of Energy 

Resources, and approved by the MA DTE, Bay State agreed to implement eight 

specific service quality measures, targets and associated penalties for a two-year 

period beginning on October 1, 1997.22  This settlement established a call 

answer measure for billing and service calls of 80% of customer calls answered 

within 30 seconds.23  The settlement also established a total annual penalty of 

$250,000.00 for failure to meet these measures. 

The call answer measure for service and billing calls 

implemented by MA DTE is the same as the call answer measure with which 

                                                 
21 As previously stated in this Order, Northern separated Maine and New 
Hampshire credit department calls from Massachusetts' credit department calls 
on September 21, 2001.  The same office, however, receives calls from all three 
states.  In addition, the same staff continue to take all other customer calls, e.g. 
general inquires, service calls, etc., in the Springfield office. 
 
22 See MA DTE Order issued in Docket 97-97.  We note that, pursuant to the 
settlement in DTE 97-97, these standards were to apply for two years.  It is not 
clear whether Bay State is currently subject to the same standards.  We are also 
aware that the MA DTE recently adopted generic service quality standards for 
gas and electric companies (DTE 99-84), but it has not yet ruled on Bay State's 
compliance filing.  
 
23 The settlement also established a call answer measure for emergency calls of 
95% of customer calls answered within 30 seconds for calls to Northern's 
emergency number, (800) 525-8222, to report gas leaks or odor.  We are not 
including emergency response calls in our interim standard or penalty structure.  
Our Gas Safety Inspector is engaged in a review Northern’s emergency 
response rate in a separate initiative.  Northern’s emergency response 
performance, standards and penalties will also be assessed in the management 
audit.  
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Central Maine Power (CMP) agreed to comply with as part of its Alternative Rate 

Plan proceeding and is similar to the call answer measure of at least 76.9% of 

calls to the business office answered in 20 seconds established for Verizon as 

part of its Alternative Form of Regulation.24  CMP must answer at least 80% of 

calls to its customer service business line, as well as to its outage reporting line, 

within 30 seconds.  Under CMP's ARP, outage calls and business office calls are 

two separate measures with separate, annual penalties of $400,000 for each 

percentage point that actual performance falls below the established benchmark.  

Verizon must answer at least 76.9% of customer calls to its business office within 

20 seconds.  For each percentage point that Verizon's performance falls below 

the baseline standard, Verizon will incur a penalty of $93,500.00, up to total 

potential penalty of $1.135 million. 

Based on the foregoing, we find that an appropriate interim 

call answer metric for credit, billing and service calls is at least 80% of all calls 

from customers answered by a live customer representative within 30 seconds.  

The call answer time shall be measured beginning at the point a caller makes a 

service selection and ending at the point that a representative in the service area 

selected by the caller answers the call.  If the caller does not make a selection, 

the response time shall be measured from the point following the completion of 

Northern's recorded menu options and ending at the point that a customer 

service representative answers to the call.   If Northern chooses to separate calls 

                                                 
24 See, respectively, Central Maine Power Co. Request for Approval of Post-
Merger Alternative Rate Plan (ARP 2000), Docket No. 99-666 and Investigation 
into Bell Atlantic Maine's Alternative Form of Regulation, Docket No. 99-851. 
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for different issues, i.e. general billing calls received on one number or line and 

credit department calls directed to another, the call answer rate for each call type 

must independently comply with the call answer metric. 

2. Penalty structure 

We find that the assessment of a penalty for non-compliance 

with the foregoing metric is necessary to ensure that Northern dedicates 

sufficient resources to its customer call center, pending our further investigation 

of the overall adequacy of Northern's customer service performance.  We find 

this necessary because Northern has experienced periodic problems with its call 

answer rate since the fall of 1999 and has been unable or unwilling to resolve the 

problems without regulatory intervention.  This conclusion is also based on the 

fact that Commission staff has worked closely with Northern since the walk -in 

center closures in June to improve the call answer rate, but these efforts have 

not been successful.  It is apparent that Northern, or its parent company 

NiSource, requires additional incentive to improve the call answer rate to its 

credit department line. 

For the call answer metric established by this Order, we 

assign a maximum penalty of $250,000.00 for failure to comply, consistent with 

the call answer performance penalty contained in Bay State's performance-based 

ratemaking plan established in DPU 97-97.  One fourth of the maximum penalty 

($62,500.00) will be assessed for each percentage point that Northern's 

performance falls short of the established metric, with fractional amounts 

rounded up to the nearest whole number.  The compliance calculation will be 
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based on statistics gathered for a one-year period, beginning on the date of this 

Order.  For example, if over the next year Northern answers 78.2% of its billing 

and service calls within 30 seconds or less, this result will be rounded up to 79% 

and a penalty of $62,500.00 would be assessed.  Further, if Northern answers 

only 65% of its billing and service calls in 30 seconds or less, it would be 

assessed the maximum penalty of $250,000.00. 

Finally, we clarify that the standards and penalties we adopt 

herein should not be viewed as an abrogation of Commission authority to deal 

with service quality issues in other ways as we determine warranted. 

Accordingly, we 

                                              ORDER 

1. A management audit of Northern Utilities, Inc.'s customer services to 

determine their adequacy; 

 

2. A formal investigation of the quality of service provided by Northern 

Utilities, Inc. to its customers for the purpose of developing and implementing a 

service quality incentive plan for Northern Utilities, Inc. to ensure that reasonable 

customer service levels are clearly established and maintained; and  

 

3. That the interim service quality standard for billing and service calls and 

appurtenant penalty structure described in this order be adopted for Northern 

Utilities, Inc., for effect on April 15, 2002, and that the service quality standard 
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and appurtenant penalty structure remain in place pending further review of the 

issues raised in these proceedings. 

 
   BY ORDER OF THE COMMISSION 
 
 
         (DRAFT: NOT EXECUTED) 
   _____________________________ 
 
    Dennis L. Keschl 

       Administrative Director  
     

 


